


FRONT COVER: The coveted Gold Medal of the City of Antwerp, Belgium, was 
presented to the Zale Jewelry Company in recognition of the company’s world lead¬ 
ership in diamond retailing and its important role in fostering the growth of the 
Antwerp diamond industry. In addition to this award, Zale’s designers were accorded 
two Diamonds International Awards for excellence in the field of diamond design. 
The awards were won in competition with entries from all over the world. 
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Summary of Progress 


1957-1961 Years Ended March 31 




1961 

1960 

1959 

1958 

1957 

Net Sales. 

. $53,790,140 

51,606,089 

41,644,677 

37,029,926 

35,843,310 

Net Earnings. 

. $ 

2,923,453 

3,088,866 

2,597,440 

2,233,832 

2,254,150 

Earnings Per Share* .... 

. $ 

1.81 

1.92 

1.62 

1.41 

1.55 

Cash Dividends on Common Stock 

. $ 

834,822 

830,909 

822,764 

635,893 

400,398 

Stock Dividends on 







Class B Common Stock . . 

. $ 

742,965 

709,255 

672,282 

— 

— 

Stockholders’ Equity .... 

. $26,966,497 

24,728,905 

22,379,866 

20,320,078 

17,271,134 

Stockholders’ Equity Per Share*. 

. $ 

16.68 

15.36 

13.96 

12.87 

11.89 

Number of Shares Outstanding* . 

• 

1,616,553 

1,609,715 

1,603,015 

1,579,433 

1,453,158 

Number of Stores. 


192 

149 

119 

86 

74 


* Based upon shares outstanding at the end of each year, adjusted to give effect to the stock split 
resulting from recapitalization, October , 1957, and stock dividends paid on Class B Common Stock. 










To Our Stockholders 


1961 

26 , 966,497 


The Zale Jewelry Company fared quite well 
in view of the general economic climate which 
prevailed during the fiscal year ended March 
31, 1961. Although 1960 started on a high note 
of optimism and enthusiastic predictions, it 
soon became apparent that forecasts were not 
accurate. 



STOCKHOLDERS' EQUITY 















Despite these less favorable conditions, Zale’s 
37th year was a highly successful one. Forty- 
three stores were added to the company to give 
us 192 units operating in 32 states. During the 
period from April 1, 1961, to May 15, 1961, 
an additional six stores were either acquired or 
opened. As of May 15, leases for 12 stores were 
signed and construction of these new units 
underway. 

Net sales for the fiscal year ended March 
31, 1961, reached a new peak and were 
$53,790,140, as against $51,606,089. Net in¬ 
come was the second highest on record and 
amounted to $2,923,453, representing $1.81 
per share of the combined shares of Common 
stock and Class B common stock. This com¬ 
pares with $3,088,866, or $1.92 per share the 
previous year. 

The stockholders’ equity per share was 
$16.68 on March 31, 1961. This represents an 
increase of 9 percent from the $15.36 per share 
a year ago. 

Short-term debt outstanding on March 31, 
1961, amounted to $6,700,000, a decline of 
$550,000 from the previous year. 

Uninterrupted quarterly cash dividends of 
25 cents per share on Common stock were paid 
during the year. Class B common stockholders 
received a stock dividend of 1 share for each 


1957 1958 1959 1960 1961 



NET EARNINGS (000's omitted) 



NET SALES (000's omitted) 



























RETURN ON INVESTMENT 


1957 1958 1959 1960 1961 



EARNINGS PER SHARE 


21 shares of Class B common stock. This stock 
dividend was equivalent to the cash dividend 
on the Common stock. 

Working capital increased from $25,386,091 
to $27,678,314 during the fiscal year. The 
ratio of current assets to current liabilities at 
the end of the fiscal year remained constant 
at 2.8 to 1, the same as a year earlier. 

Our progress has not been without several 
important internal changes. 

We entered a new phase of expansion in 
1960 when your company for the first time 
began operating leased jewelry departments. 
We anticipate further development into this 
field of retailing. 

Our wholesale division, which sells to jewel¬ 
ers throughout the Southwest, recently launched 
a program of sales directed toward banks, sav¬ 
ings and loan institutions, and other industrial 
firms. Although still in its early stages, the 
industrial program shows considerable promise 
for additional sales and profit. 

During the past year, your company ex¬ 
panded its foreign operations to provide for the 
increased diamonds and watch movements nec¬ 
essary now and in the future. 

Our diamond office in Antwerp, Belgium, 
was expanded in mid-1960, and early this year 
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STOCKHOLDERS’ EQUITY PER SHARE 




























































































1958 


1959 


1960 


1961 


diamond facilities were arranged for in London 
and Tel-Aviv. Other Zale representatives are 
located in Switzerland and West Germany to 
supply the increased needs of the watch divi¬ 
sion of your company. 

Our New York office, which coordinates 
these purchases and is responsible for the pro¬ 
duction of jewelry and watches, has added 
additional space in the heart of the diamond 
center. 

Manpower needs to staff our growing stores 
are being met by an intensive training program 
for future store managers. It is directed by key 
supervisory personnel in selected stores 
throughout the country. In addition, each 
assistant manager is carefully schooled and 
observed with an eye to promotion. 

I believe that our progress and development 
during the past year has been sound. The Zale 
Jewelry Company rests on a firm foundation 
that enables us to provide the merchandise, 
manpower and needs we may encounter in the 
years to come. 

As our nation continues to grow—and grow 
it will — population will increase and dispos¬ 
able income will rise. The jewelry industry, and 
Zale’s in particular, faces a bright future. Al¬ 
ready, the gift market is an $ 18 billion market. 
When you stop and think about the many gifts 
you give and gifts vou receive, there is no escap¬ 
ing the fact that Zale’s future is indeed bright. 

No report to stockholders would be complete 
without an expression of appreciation to our 
customers and shareholders for their support 
and confidence and to the over 2,600 Zale 
employees whose lovalty and devotion have 
contributed much to the growth of Zale’s. 

Respectfully Submitted, 

Ben A. Lipshy " 

President 




NET EARNINGS AS A PERCENT OF SALES 


1957 1958 1959 1960 1961 



NUMBER OF STORES (as of March 31) 




















































































































































Zale Inter 


















Zale—New York, U. S. A. 


national Offices: 


Diamond jewelry, diamond watches and watches account for approximately 60 percent of 
your company’s annual sales volume. The importance of this merchandise to the profitable 
operation of the Zale Jewelry Company cannot be underestimated. 

In order to assure Zale customers of the finest diamonds at the lowest possible prices and to 
provide the movements for our watches, we expanded our foreign operations during the past fiscal 
year. Zale’s New York office, where production of finished jewelry and watches is supervised, 
coordinates all of these purchases. The needs of all stores are screened daily and decisions made 
in this office are reflected in the flow of purchases from Europe and Israel. 

The Antwerp, Belgium, office has been enlarged in size, and its operations expanded. 
Antwerp is the hub of our diamond purchasing division, and works closely with new Zale office 
facilities in London and Tel-Aviv. 

The London office is utilized primarily to oversee purchases of diamonds from the London 
market. Depending upon our manufacturing requirements, these diamonds may be sent to 
Antwerp, Tel-Aviv or New York, since each market specializes in the cutting, polishing and 
assorting of particular types of diamonds. 

The purchasing power inherent in the size of the Zale organization is reflected in the sound 
values we offer our customers. As your company continues to grow and its needs become greater, 
the scope of these foreign operations will be broadened. 



Zale Jewelry Company, Inc. 

and Subsidiaries 


ASSETS 


CURRENT ASSETS: 


March 31 

1961 1960 


Cash.$ 3,141,048 $ 2,276,267 


Receivables: 



Customers’ installment accounts (substantially all of which is due 
within one year). 

Bank — sale of accounts receivable (Note 1). 

Refundable federal taxes on income. 

Other. 

$18,881,343 

233,438 

3,164 

508,416 

$19,626,361 

$18,206,089 

884,579 

324,196 

452,617 

$19,867,481 

Less allowances for losses on collection and for unearned 

carrying charges. 

1,967,840 

$17,658,521 

1,856,020 

$18,011,461 

Merchandise inventories, on the basis of cost (first-in, first-out) or market, 
whichever is lower. 

Prepaid insurance and other expenses. 

Advances — new stores being acquired. 

$21,655,189 

93,563 

479,184 

$19,181,118 

104,136 

TOTAL CURRENT ASSETS. 

$43,027,505 

$39,572,982 

PROPERTY AND EQUIPMENT —AT COST: 



Leasehold improvements. 

Fixtures and equipment. 

Construction in progress. 

$ 2,486,822 

2,157,079 

41,231 

$ 4,685,132 

$ 2,368,410 

1,859,428 

176,630 

$ 4,404,468 

Less accumulated amortization and depreciation. 

2,176,488 

$ 2,508,644 

2,062,837 

$ 2,341,631 


$45,536,149 

$41,914,613 


See notes to financial statements. 










































Consolidated Balance Sheets 


LIABILITIES AND STOCKHOLDERS’ INVESTMENT 


March 31 


CURRENT LIABILITIES: 

Notes payable: 

Banks . 

Commercial paper. 

Accounts payable and accrued expenses. 

Federal excise and other taxes. 

Dividend payable on common stock. 

Federal income taxes (Note 2). 

TOTAL CURRENT LIABILITIES. 

DEFERRED FEDERAL INCOME TAXES (Note 2). 

STOCKHOLDERS’ INVESTMENT: 

Capital stock: 

Common stock, par value $1.00 a share (Note 4): 

Authorized, 3,000,000 shares 

Issued, 840,242 shares for 1961 and 832,904 shares for 1960, 
including 1,920 shares for 1961 and 1,420 shares for 1960 

held in treasury. 

Class B common stock, par value $1.00 a share (Note 5): 
Authorized, 1,000,000 shares 

Issued, 778,779 shares for 1961 and 743,513 shares for 1960, 
including 548 shares for 1961 and 1960 held in treasury . 

Additional paid-in capital. 

Retained earnings. 

Less cost of capital stock in treasury — 

common— 1,920 shares for 1961 and 1,420 shares for 1960, 

Class B common — 548 shares for 1961 and 1960 . 

COMMITMENTS (Note 3) 


1961 


$ 4,510,400 
2,200,000 
5,042,044 
1,773,645 
209,583 
1,613,519 
$15,349,191 
$ 3,220,461 


$ 840,242 


778,779 

3,816,697 

21,556,227 

$26,991,945 

25,448 

$26,966,497 

$45,536,149 


1960 


$ 6,520,000 
750,000 
4,455,453 
1,438,350 
207,921 
815,167 
$14,186,891 
$^ 998^817 


$ 832,904 


743,513 

2,961,165 

20,210,561 

$24,748,143 


19,238 

$24,728,905 

$41,914,613 


See notes to financial statements. 

































Inc. 


Zale Jewelry Company, 

and Subsidiaries 


Consolidated Additional Paid-In Capital 

Year ended March 31 
1961 1960 

Balance at beginning of year.$ 2,961,165 $ 2,196,448 

Add: 

Excess of amounts received over par value on common stock sold — 

7,338 shares for 1961 and 7,200 shares for 1960 . 150,212 90,517 

Transferred from retained earnings relative to stock dividend on Class B 

common stock. 705,320 674,200 

Balance at end of year.$ 3,816,697 $ 2,961,165 


Consolidated Retained Earnings 

Balance at beginning of year.$20,210,561 $18,661,859 

Add net earnings for the year. 2,923,453 3,088,866 

$23,134,014 $21,750,725 

Deduct: 

Cash dividends on common stock $1.00 a share.$ 834,822 $ 830,909 

Stock dividends on Class B common stock — 35,266 shares of Class B 
common stock for 1961 and 33,710 shares for 1960: 

Transferred to capital stock and additional paid-in capital plus 

cash payments for fractional shares. 742,965 709,255 

$ 1,577,787 $ 1,540,164 

Balance at end of year.$21,556,227 $20,210,561 


Consolidated Earnings 

REVENUES: 

Net sales.$53,790,140 $51,606,089 

Other revenue. 11,901 37,745 

$53,802,041 $51,643,834 

COSTS AND EXPENSES: 

Cost of goods sold (including buying and occupancy expenses) .... $36,322,459 $34,437,758 

Administrative, publicity and selling expenses (less service charges on 

customers’ installment accounts). 11,635,634 10,726,972 

Interest expense. 313,659 212,080 

Contribution to employees’ profit sharing plan. 504,836 551,158 

$48,776,588 $45,927,968 

EARNINGS BEFORE FEDERAL INCOME TAXES.$ 5,025,453 $ 5,715,866 

FEDERAL INCOME TAXES. 2,102,000 2,627,000 

NET EARNINGS.$ 2,923,453 $ 3,088,866 


See notes to financial statements. 























































Notes to Financial Statements 


I. SALE OF RECEIVABLES: 

On March 31, 1959, the Company and certain of its 
subsidiaries sold without recourse to a bank all of their 
customers’ installment accounts receivable aggregat¬ 
ing $8,252,000. On March 31, 1961, certain other sub¬ 
sidiaries sold on the same terms all of their customers* 
installment accounts receivable aggregating $439,000. 
In accordance with the agreements the bank remitted 
85% in cash and retained 15% as a reserve against 
possible uncollectible amounts in these accounts. Any 
amount remaining in this reserve after collection or 
settlement of all balances is returnable by the bank. 

2. FEDERAL INCOME TAXES: 

Gross margin on installment sales is taken into income 
at the time sales are made, that is, on the accrual basis. 
Provision is made in the accounts for federal income 
taxes on such gross margin, including that portion 
deferred for federal income tax purposes until collec¬ 
tions are made. 


3. LONG-TERM LEASES: 

At March 31, 1961, the Company and its subsidiaries 
were lessees under 159 leases having terms of three 
years or more from that date. Minimum annual rentals 
for the year ended March 31, 1961, approximated 
$1,563,000 plus, in some cases, increased amounts 
based on percentages of sales, and in certain instances, 
real estate taxes which are included as taxes in the 
accompanying statements. One hundred thirty-five of 
such leases expire prior to March 31, 1971. No indi¬ 
vidual lease is deemed significant in relation to the 
enterprise as a whole, the highest annual rental being 
$48,000. 


4. STOCK OPTIONS: 

On May 8, 1958, the Board of Directors approved a 
stock option plan setting aside 50,000 shares of com¬ 
mon stock, par value $1.00 a share, for issuance to 
key employees at 85% of fair market value of the 
stock on the date a determination is made to offer 
some or all of such shares to said employees. During 
the years ended March 31, 1961, and March 31, 1960, 
options were granted for shares as follows: 


Market price 

Option price at dates granted 



Shares 

Per share 

Total 

Per share 

Total 

1961 

8,800 

$18.4875 

$162,690.00 

$21.75 

$191,400.00 

1960 

20,600 

19.125 

393,975.00 

22.50 

453,500.00 


Options were outstanding for 26,875 shares at March 
31, 1961, and for 20,600 shares at March 31, 1960. 
Shares remaining for which options may be granted 
under the Plan were 2,850 shares at March 31, 1961, 
and 10,450 shares at March 31, 1960. Options expire 
May 8, 1963. 

On July 27, 1959, the Board of Directors approved 
a stock purchase plan for general employees, whereby, 
employees agreed to purchase shares of common stock 
at market price as of date of agreement. The offering 
terminated November 30, 1959. Employees paid two- 
thirds of the purchase price through payroll deduc¬ 
tions extending over a period of one year and the 
Company paid the remaining one-third. During the 
year ended March 31, 1961, 6,013 shares (the total 
optioned under this plan less forfeitures) were issued 
at prices ranging from $20.25 to $23.50 a share. 

5. CAPITAL STOCK: 

Shares of Class B common stock are convertible into 
common stock on a share-for-share basis after Decem¬ 
ber 31, 1962, or earlier upon death of the holder if 
the Board of Directors consents, and conversion of all 
such shares may be compelled by the Board of Direc¬ 
tors at any time. 

Holders of common stock and Class B common stock 
are entitled to dividends as declared by the Board of 
Directors. Dividends may be declared on the common 
stock with less or without dividends being or having 
been declared in that calendar year on the Class B 
common stock, but not vice versa. The value of any 
dividend or dividends declared in any calendar year 
on Class B common stock (whether in cash or Class B 
common stock or both) shall never exceed, but may 
be less than, the value of the dividend or dividends 
declared on each share of common stock in that same 
calendar year. The value of any stock dividend shall be 
the fair value of the dividend shares as determined by 
the Board of Directors; and for the purpose of such 
determination, the value of Class B common stock 
shall be deemed equal to the value of the common 
stock. 

6. DEPRECIATION AND AMORTIZATION: 

Charges to expense for depreciation and amortization 
were $577,829 for March 31, 1961, and $502,376 for 
March 31, 1960. 


ACCOUNTANTS' REPORT 


Board of Directors, 

Zale Jewelry Company, Inc., 

Dallas, Texas 

We have examined the accompanying consolidated balance sheet of Zale Jewelry Company, Inc. and subsid¬ 
iaries as of March 31, 1961, and the related statements of earnings, retained earnings and additional paid-in capital 
for the year then ended. Our examination was made in accordance with generally accepted auditing standards, and 
accordingly included such tests of the accounting records and such other auditing procedures as we considered 
necessary in the circumstances. 

In our opinion, the financial statements referred to above present fairly the consolidated financial position of 
Zale Jewelry Company, Inc. and subsidiaries at March 31, 1961, and the consolidated results of their operations 
for the year then ended, in conformity with generally accepted accounting principles applied on a basis consistent 
with that of the preceding year. 


TOUCHE, ROSS, BAILEY & SMART 
Certified Public Accountants. 

Dallas, Texas 
May 11, 1961 


210 Stores 


ZALES STORES 

ALABAMA 

Florence 

♦Huntsville 

Montgomery 

ARIZONA 

Mesa 

Phoenix (3) 

ARKANSAS 

El Dorado 

CALIFORNIA 

Fresno 

Huntington Park 
Inglewood 
North Hollywood 
Pasadena 
Pomona 
Santa Ana 

COLORADO 

Aurora 

Colorado Springs 
Denver (4) 
Englewood 
Greeley 

Grand Junction 
Pueblo 

GEORGIA 

Columbus 

ILLINOIS 

Chicago 
Decatur 
Evanston 
Peoria (2) 
Rockford 

INDIANA 

Anderson 
Indianapolis (4) 
Kokomo 
Michigan City 

IOWA 

Ames 

Des Moines (2) 
Sioux City 
Waterloo 


America's Largest Diamond Retailers 


170 


KANSAS 

Kansas City 
Wichita 


KENTUCKY 

Owensboro 


LOUISIANA 

Baton Rouge 

Monroe 

Shreveport 

MASSACHUSETTS 

Fall River 
New Bedford 

MICHIGAN 

Benton Harbor 


OKLAHOMA 

Bartlesville 

Enid 

Lawton 

Midwest City 

Muskogee 

Norman 

Oklahoma City (2) 
Ponca City 
Tulsa 

OREGON 

Eugene 

Portland 

♦Portland 

Salem 

RHODE ISLAND 

Providence (2) 
West Warwick 
Woonsocket 


MISSISSIPPI 

Jackson 

MISSOURI 

Hazelwood 

Joplin 

Kansas City (3) 
♦Kansas City 
Springfield 
St. Joseph 
St. Louis (5) 

MONTANA 

Great Falls 

NEBRASKA 

Lincoln 

Omaha 

NEW MEXICO 

Albuquerque (3) 
Clovis 
Farmington 
Hobbs 

OHIO 

Canton 


TENNESSEE 

Bristol 

Chattanooga 

Kingsport 

TEXAS 

Abilene 
Amarillo (2) 
Austin (2) 
Beaumont 
Bellaire 
Big Spring 
Borger 
Brownsville 
Corpus Christi 
Dallas (5) 
•Denton 
El Paso (3) 
Fort Worth (2) 
♦Fort Worth 
Galveston 
Garland 
Grand Prairie 
Harlingen 
Houston (4) 
♦Houston 
Irving 
Laredo 
Longview 
Lubbock (2) 
McAllen 
Mesquite 


Midland 
Odessa 
Pampa 
♦Pasadena 
Plainview 
San Angelo 
San Antonio (2) 
Temple 
Texas City 
Tyler 
Victoria 
Waco 

Wichita Falls 

UTAH 

Ogden 

Provo 

Salt Lake City 
♦Salt Lake City 

VIRGINIA 

Newport News (2) 
Norfolk (2) 
Portsmouth (2) 
Richmond (2) 

WASHINGTON 

Renton 

Seattle 

Spokane 

♦Spokane 

Vancouver 

WYOMING 

Casper 

Cheyenne 


FINE JEWELERS 
GUILD STORES—21 

FLORIDA 

Jacksonville 

KANSAS 

Topeka 

Wichita 

LOUISIANA 

New Orleans (2) 


MISSOURI 

St. Louis (2) 

•St. Louis 

NEW JERSEY 

East Orange 
♦Millburn 
Montclair 
Newark 

OKLAHOMA 

Oklahoma City (2) 

TENNESSEE 

Memphis 

TEXAS 

Houston (5) 

♦Houston 

OTHER STORES 
OPERATED BY 
ZALE JEWELRY 
COMPANY, INC.-11 

CALIFORNIA 

Baranov Jewelers (4) 
San Diego 

TENNESSEE 

Royal Jewelers 
Knoxville 
Royal Jewelers 
Maryville 
Royal Jewelers 
Oak Ridge 

TEXAS 

Lewis Jewelers 
Amarillo 

Mission Jewelers 
Austin 

Mission Jewelers 
Beaumont 
Mission Jewelers 
San Antonio 

LEASED JEWELRY 
DEPARTMENTS -8 


•Under Construction 


HOME OFFICE: 512 South Akard, Dallas, Texas 


Listed on the American Stock Exchange, symbol-ZAL. 








MORRIS B. ZALE, 
founder and chairman 
of the board of direc¬ 
tors, has been in the 
jewelry business for 
over 40 years. He was 
president and director 
until April, 1957, at 
which time he became 
chairman of the board. 



M. E. GIMP, 
has held various offices 
with Zale’s for many 
years, including secre¬ 
tary and assistant vice 
president. 



MELVIN P. BERNS, 
vice president, West¬ 
ern Division. 



BEN A. LIPSHY, 
president, has been an 
employee and officer 
of the company for 34 
years. He was elected 
treasurer and director 
in July, 1951, and 
president in April, 
1957. 



JACOB FELDMAN, 
is president of Com¬ 
mercial Metals Com¬ 
pany, a world-wide 
dealer in iron and 
metal materials, head¬ 
quartered in Dallas, 
Texas. 



AL GARTNER, 
vice president, has 
been with Zale’s 23 of 
his 45 years in the 
jewelry business. He 
became vice president 
and director in April, 
1957. 



SAM R. BLOOM, 
is president of Sam 
Bloom Advertising 
Agency of Dallas, 
Texas. 



WILLIAM ZALE, 
one of the founders 
and a director for 36 
years. Part of that time 
he was also secretary 
of the company. 



DEAN P. GUERIN, 
is vice president of 
Eppler, Guerin & Tur¬ 
ner, Inc., investment 
bankers, Dallas, Texas. 



SIDNEY LIPSHY, 
vice president. Eastern 
Division. 


JAMES L. WILSON, 
vice president, Adver¬ 
tising. 



ESIR WYLL, 
secretary. 


Board 

of 

Directors 


Officers 


TRANSFER AGENT and 
REGISTRAR: 

First National Bank in Dallas. 
Dallas, Texas. 

GENERAL COUNSEL: 
Jackson, Walker, Winstead, 
Cantwell and Miller. 

Dallas, Texas. 














